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SUBJECT: CERNY VISIT TO WASHINGTON, D.C. 

1. SUMMARY. LUDVIK CERNY, PRESIDENT OF THE CZECHOSLOVAK 
CHAMBER OF COMMERCE, CONCLUDED HIS VISIT TO WASHINGTON ON 
OCTOBER 19 AFTER SIGNING THE ECONOMIC COUNCIL AGREEMENT ON 
OCTOBER 17 WITH THE U.S. CHAMBER OF COMMERCE AND MEETING 
WITH U.S. GOVERNMENT OFFICIALS IN THE DEPARTMENTS OF 
STATE, COMMERCE, TREASURY, IN THE OFFICE OF THE SPECIAL 
TRADE REPRESENTATIVE, AND IN CONGRESS. MEETINGS PRODUCED 
NO INITIATIVE FROM EITHER SIDE, BUT EVOKED REPEATED 
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EXPRESSIONS OF MUTUAL DESIRE TO REMOVE CURRENT OBSTACLES 
TO IMPROVED RELATIONS. SUMMARY OF INDIVIDUAL MEETINGS 
FOLLOWS. 
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2. DEPARTMENT OF COMMERCE. (A) MEETING WITH UNDER 
SECRETARY BAKER. AFTER WELCOMING CERNY TO THE UNITED 
STATES. BAKER STATED THAT THE EXECUTIVE BRANCH IS VERY 
INTERESTED IN WORKING TO FIND A SOLUTION TO THE CLAIMS 
PROBLEM WITH CZECHOSLOVAKIA. CERNY REPLIED HE IS AWARE 
THAT A SOLUTION WILL BE DIFFICULT AND COMPLICATED 

BY POLITICAL FACTORS. IN THE-MEANTIME, HE ADDED, 
CZECHOSLOVAKIA WILL SEEK TO ADVANCE RELATIONS IN THE 
ECONOMIC SPHERE, EVEN THOUGH CZECHOSLOVAK ENTERPRISES ARE 
UNCERTAIN OF THE AMERICAN MARKET BECAUSE OF THE PRESENT 
STANDSTILL IN U.S. -CZECHOSLOVAK RELATIONS. HE OBSERVED 
THAT THE INCREASING NUMBER OF AMERICAN BUSINESS VISITORS 
TO CZECHOSLOVAKIA HAS BEEN HELPFUL IN COUNTERING THIS 
RELUCTANCE. NOTING THE CZECHOSLOVAK GOAL OF PURCHASES 
OF 3.5 BILLION DOLLARS WORTH OF LICENSES AND ENGINEERING 
EQUIPMENT IN THE WEST OVER THE UPCOMING FIVE-YEAR 
PERIOD (1976-80). BAKER OFFERED THE SERVICES OF THE 
DEPARTMENT OF COMMERCE IN LOCATING POTENTIAL SUPPLIERS. 

(B) MEETING WITH DEPUTY ASSISTANT SECRETARY DOWNEY: 

CERNY POINTED OUT THAT CZECHOSLOVAKIA IS INTERESTED 
IN COOPERATION WITH WESTERN FIRMS IN THESE AREAS THAT 
ARE EMPHASIZED IN THE NEXT FIVE-YEAR PLAN: CHEMICALS. 

FOOD PRODUCTS AND CONSUMER GOODS, WOOD WORKING MACHINERY, 
AND ENERGY. IVAN SRONEK, DEPUTY MANAGING DIRECTOR OF 
POLYTECHNA, OBSERVED THAT CZECHOSLOVAKIA SIGNS APPROXI- 
MATELY 60 IMPORT AND 40 EXPORT LICENSING AGREEMENTS 
WITH WESTERN COUNTRIES PER YEAR, AND THAT IT EARNS MORE 
FROM LICENSES SOLD TO THE UNITED STATES THAN IT PAYS 
FOR LICENSES OBTAINED HERE. SHERMAN ABRAHAMSON, 

DIRECTOR OF THE OFFICE OF EAST- WEST TRADE DEVELOPMENT, 

ASKED WHETHER DETAILS OF SUCCESSFUL COOPERATION 
ARRANGEMENTS COULD BE SUPPLIED, IN ORDER TO CONVINCE 
U.S. FIRMS TO ENTER THE CZECHOSLOVAK MARKET. CZECHOSLOVAK 
COMMERCIAL COUNSELOR NOVACEK PROMISED THAT HE WOULD 
PROVIDE SUCH INFORMATION. MILAN VRSKOVY, DEPUTY MANAGING 
DIRECTOR OF THE CZECHOSLOVAK COMMERCIAL BANK, EMPHASIZED 
THAT STRONGEST INTEREST IN CZECHOSLOVAKIA WILL BE SHOWN 
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IN PROIECTS DESIGNED TO SAVE MANPOWER. CERNY REPEATED 
THAT CZECHOSLOVAK FIRMS MUST OVERCOME THEIR LACK OF 
CONFIDENCE IN U.S. COMPANIES AS DEPENDABLE LONG-TERM 
BUSINESS PARTNERS, AND EXPRESSED THE HOPE THAT THE 
ECONOMIC COUNCIL WOULD AID IN THIS RESPECT. 

3. COUNCIL ON INTERNATIONAL ECONOMIC POLICY (ACTING 
EXECUTIVE DIRECTOR DUNN). DUNN STATED THAT HE FULLY 
SUPPORTS INCREASED TRADE TIES WITH CZECHOSLOVAKIA AND 
INQUIRED AS TO THE RESULTS OF CONGRESSMAN CHARLES 
VANIK'S RECENT VISIT TO CZECHOSLOVAKIA. CERNY REPLIED 
THAT TALKS WITH VANIK HAD BEEN CONSTRUCTIVE. IN REPLY 
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TO A QUESTION BY DUNN, CERNY MENTIONED THAT FOREIGN 
EXCHANGE FOR PRIORITY IMPORTS IN THE NEXT FIVE-YEAR 
PLAN WOULD BE EARNED FROM SALES OF MACHINERY AND THROUGH 
COOPERATION ARRANGEMENTS, ESPECIALLY IN THIRD COUNTRIES. 
U.S. COMPANY PARTICIPATION IN SUCH ARRANGEMENTS, IT WAS 
SUGGESTED, COULD LEAD ULTIMATELY TO INCREASED BUSINESS 
IN CZECHOSLOVAKIA. 

4. DEPARTMENT OF STATE; (DEPUTY ASSISTANT SECRETARY 
ARMITAGE). ARMITAGE CITED THE CZECHOSLOVAK-U.S. ECONOMIC 
COUNCIL AS AN IMPORTANT BASE FROM WHICH MUTUAL RELATIONS 
COULD BE INCREASED. CERNY AGREED AND NOTED THAT 
INCREASING NUMBERS OF U.S. BUSINESSMEN AND TRADE 
MISSIONS HAVE GONE TO CZECHOSLOVAKIA SINCE 1972, WHEN 

HE WAS LAST IN THE UNITED STATES. HE OBSERVED THAT 
DETAILED REGULATIONS ON THE ESTABLISHMENT OF BUSINESS 
OFFICES IN CZECHOSLOVAKIA SHOULD BE PUBLISHED BEFORE 
THE END OF THE YEAR. PRINCIPAL CRITERION FOR THE 
ESTABLISHMENT OF AN OFFICE WILL BE VOLUME OF BUSINESS. 

CERNY ADDED THAT, TO PROVIDE SPACE FOR THE OFFICES, 

A "TRADE CENTER" WILL BE BUILT IN PRAGUE, IN WHICH 
FOREIGN CONSTRUCTION FIRMS WILL BE INVITED TO PARTICIPATE. 
CERNY, WHO HAS BEEN ENTRUSTED WITH THE FUNDING AND 
MANAGEMENT OF THE PROJECT, SAID CZECHOSLOVAKIA MIGHT JOIN 
THE ASSOCIATION OF WORLD TRADE CENTERS. TO ARMITAGE'S 
QUESTION AS TO HOW WORLD PRICE INCREASES WILL AFFECT THE 
CZECHOSLOVAK BALANCE OF PAYMENTS, CERNY REPLIED THAT SO 
FAR THE ECONOMY HAD BEEN CUSHIONED BY CONTROLLED 
DOMESTIC PRICES. HE ANTICIPATED THAT EMPHASIS WOULD BE 
ON INCREASED PRODUCTIVITY AND IMPORTS OF TECHNOLOGY. 
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HE ADDED THAT PRESENT VOLUME OF GRAIN IMPORTS SHOULD 
CONTINUE OVER THE NEXT FIVE YEARS. 

5. EXPORT IMPORT BANK (VICE PRESIDENT ALBRIGHT). ALBRIGHT 
DESCRIBED EXIM BANK'S LEGISLATIVE AUTHORITY AND OUTLINED 
ITS CREDIT PROGRAMS AND LENDING PROCEDURES. HE OBSERVED 
THAT AT THE TIME EXIM BANK’S LEGISLATION WAS RENEWED IN 
1974, ITS LENDING AUTHORITY WAS INCREASED FROM $20 

TO $25 BILLION. THE BANK HAS YET TO REACH ITS $25 
BILLION LENDING LIMIT. 

6. OFFICE OF THE SPECIAL TRADE REPRESENTATIVE (AMBASSADOR 
YEUTTER). AMBASSADOR YEUTTER CITED THE DESIRABILITY OF 
MORE U.S. -CZECHOSLOVAK TRADE IN HIGH TECHNOLOGY ITEMS. 
JOSEF KELLER, DIRECTOR IN THE CZECHOSLOVAK MINISTRY OF 
FOREIGN TRADE, AGREED BUT POINTED TO DIFFICULTIES WITH THE 
U.S. EXPORT ADMINISTRATION AND HIGH U.S. CREDIT COSTS. 
AMBASSADOR YEUTTER INQUIRED HOW CZECHOSLOVAKIA INTENDS 
TO FOLLOW UP THE ECONOMIC COUNCIL AGREEMENT. JAROSLAV 
PINKAVA, CHAIRMAN OF THE CZECHOSLOVAK SIDE OF THE COUNCIL, 
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REPLIED THAT HE CONTEMPLATES CONTINUING EXCHANGES OF 
VISITS BETWEEN THE TWO SIDES. IN REPLY TO A QUESTION FROM 
THE DELEGATION, YEUTTER OBSERVED THAT THE CURRENT ROUND OF 
GATT NEGOTIATIONS SHOULD BE COMPLETED BY THE END OF 1977, 
PROVIDED THAT THE WORLD ECONOMY RECOVERS AS EXPECTED. 

7. DEPARTMENT OF TREASURY (DEPUTY ASSISTANT SECRETARY 
VASTINE). CERNY DECLARED THAT THE TWO OUTSTANDING 
PROBLEMS IN U.S. -CZECHOSLOVAK RELATIONS ARE CLAIMS 
SETTLEMENT AND THE TRADE ACT. VASTINE OBSERVED THAT THE 
ADMINISTRATION HAS COMMITTED ITSELF IN APRIL TO 
CHANGING THE TRADE ACT AND ADDED THAT ACTION IN THIS 
REGARD WOULD PROBABLY BE SPEEDED UP AS A RESULT OF THE 
RECENT VISIT TO THE UNITED STATES OF THE USSR DEPUTY 
MINISTER OF FOREIGN TRADE ALKHIMOV. VASTINE STATED 
THAT THE TRADE ACT PROVISIONS OF GREATEST CONCERN TO THE 
ADMINISTRATION ARE SECTIONS 402, 404, AND 613, IN 
ADDITION TO SECTION 7B OF THE EXPORT-IMPORT BANK ACT. 

HE SAID HE FELT THERE IS NOW SENTIMENT IN CONGRESS IN 
FAVOR OF CHANGING THE TRADE ACT, PROVIDING THERE WILL 
BE FURTHER POSITIVE MOVEMENT ON USSR EMIGRATION IN THE 
LIMITED OFFICIAL USE 
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SPIRIT OF THE PRESENT TRADE ACT. CERNY NOTED THAT IN 
1972 NO CONNECTION HAD BEEN MADE BETWEEN THE SOVIET 
UNION AND CZECHOSLOVAKIA IN EXPRESSED U.S. POLICY 
TOWARD CZECHOSLOVAKIA. KELLER EXPRESSED CONSIDERABLE 
INTEREST IN VIENTIANE 'S STATEMENT THAT THE ADMINISTRATION 
FEELS THAT IN SEEKING CHANGES IN THE TRADE ACT IT IS 
IMPORTANT-EVEN FOR CZECHOSLOVAKIA TO GIVE PRIORITY TO 
THE SECTIONS CITED ABOVEOVER SECTIONS 408 AND 409. 

VASTINE INQUIRED WHETHER U.S. 

EXTENSION OF MFN TO CZECHOSLOVAKIA WOULD RADICALLY 
INCREASE MUTUAL TRADE. KELLER REPLIED THAT TOTAL TRADE 
BETWEEN THE TWO COUNTRIES COULD EASILY REACH 500 MILLION 
DOLLARS YEARLY, ONCE MFN WERE GRANTED AND BUSINESS 
CONFIDENCE ESTABLISHED. VASTINE SAID THAT THE 
ATMOSPHERE OF U.S.-CZECHOSLOVAK RELATIONS IS IMPORTANT 
TO THE DEVELOPMENT OF TRADE, AND THAT BOTH SIDES MUST 
TAKE STEPS TO IMPROVE IT. 

8. CONGRESSMAN WILLIAM J. GREEN. IN HIS OPENING REMARKS 
CERNY STRESSED THAT HE WOULD BE PLEASED TO WELCOME 

MR. GREEN TO CZECHOSLOVAKIA, WHICH HAS RECENTLY RECEIVED 
A NUMBER OF OTHER U.S. CONGRESSIONAL VISITORS. GREEN 
THANKED CERNY AND SAID HE FELT SENTIMENT IN CONGRESS WOULD 
BE IN FAVOR OF AN ADMINISTRATION PROPOSAL TO EXTEND MFN 
TO CZECHOSLOVAKIA. GREEN ALSO DESCRIBED THE LEGISLATIVE 
DEVELOPMENT, AS HE SAW IT, OF THE LONG-GRAVEL AMENDMENT 
TO THE TRADE ACT. 
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9. COMMENT: CERNY AND COMPANY WERE ASSURED BY ALL THEIR 
OFFICIAL CONTACTS HERE OF THE USG COMMITMENT TO INCREASED 
TRADE WITH CZECHOSLOVAKIA AND OF THE ADMINISTRATION S 
DESIRE TO RESOLVE TRADE ACT PROBLEMS. IT MIGHT NEVERTHE- 
LESS BE USEFUL FOR THE EMBASSY TO REVIEW THE VISIT WITH 
CERNY, KELLER AND OTHERS TO SEE WHETHER THE MESSAGE GOT 
ACROSS AND TO SEE WHAT CONCLUSIONS THEY DREW FROM THEIR 
TALKS HERE. INGERSOLL 

LIMITED OFFICIAL USE 
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